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1 . COMPTON INFORMED EMBASSY OPPICER THAT HE MET SEPTEMBER 26 
WITH GOP SUB-COMMISSION COMPOSED OP BROUSSET, DIRECTOR GENERAL 
OP MINING AMADO YATACO, AND AN ING. GARCIA, ALSO PROM MINES 
MINISTRY. MEETING BEGAN WITH DISCUSSION OP $172 MILLION 
EVALUATION PROCEDURE. BROUSSET SAID GROUP THOUGHT REVENUE 
PROJECTION WAS TOO HIGH SICNE IT WAS BASED ON UNREALISTIC 
PRICES POR ORE; SIMILARLY, PROJECTION WAS UNPAIR IN SHOWING 
PREIGHT RATES AS UNCHNGED POR TEN YEARS; AND PINALLY, PRO- 
JECTED COST ESCALATION WAS UNDERESTIMATED. COMPTON REPLIED 
THAT MARCONA WOULD BE HAPPEY TO BUY ORE AT PROJECTED PRICE 
AND PROVIDE SHIPPING AS INDICATED. GOP TEAM SEEMED IMPRESSED 

BY THIS DEFER. 

2. BROUSSET SAID THAT, IN ANY CASE, GOP COULD NOT 
ACCEPT PROJECTION AS BASES POR DISCUSSION SINCE IT 
WAS BASED ON MARCONA'S BEING A GOING CONCERN; SINCE, 

UNDER DECREE LAW, MARCONA HAD BEEN EXPROPRIATED, THIS 
WAS NO LONGER THE CASE. GOP WOULD HAVE TO EVALUATE 
ACCORDING TO EXPROPRIATION LAW WHICH DIVIDED PROPERTY 
INTO PARTS, ONE PART TAKEN WITHOUT PAYMENT UNDER ARTICLE 
8 AND THE OTHER EXPROPRIATED AND HENCE SUBJECT TO COM- 
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PENSATION. BROUSSET ASKED COMPTION'S HELP IN ARRIVING AT 
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THESE FIGURES. COMPTON AGREED TO DO SO AND SUGGESTED THAT 
VALUATION BE BASED ON ARTHUR D. LITTLE STUDY DONE IN 1972. 
ACCORDING TO THAT STUDY, VALUE AT THAT TIME WAS $140 MIL- 
LION WITH VALUE TODAY APPROXIMATELY $240 MILLION. BROUSSET 
SAID THIS WOULD BE ACCEPTABLE, ALTHOUGH HE COMPLAINED THAT 
STUDY WAS BASED ON REPLACEMENT VALUE, WHERAS HE THOUGHT 
BOOK VALUE MORE APPROPRIATE. MEETING ENDED WITH PROMISE 
BY COMPTON TO PROVIDE UPDATE OF A.D. LITTLE STUDY. 

3. COMPTON SAID THAT U.S. LAWYERS STUDING EXPROPRIATING 
DECREE LAW HAVE COME UP WITH INTERPRETATION THAT PORTION 
OF PROPERTY SUBJECT TO CONFISCATION IS ONLY FOUNDATIONS AND 
PERMANENT STRUCTURES. EQUIPMENT WAS NOT CONFISCATED AND 
WOULD BE SUBJECT TO COMPENSATION. MARCONA'S PERUVIAN LAWYERS 
AGREE WITH THIS INTERPRETATIONAND BELIEVE STRONG CASE CAN 

BE MADE TO SHOW CONFISCATION AS APPLICABLE TO ONLY $4 MIL- 
LION OF MARCONA'S VALUE. 

4. COMPTON SAID HE AND FURTH HAD MET WITH PHILIP 
MARKET, LOCAL FNCB HEAD, LATE LAST WEEK TO DISCUSS 
FINANCING. SOME $250 MILLION WOULD BE INVOLVED, $100 
MILLION TO FINANCE COMPENSATION, AND THE BALANCE FOR 
THE PELLET PLANT EXPANSION. MARKERT SAID HE THOUGHT 
THERE WOULD BE LITTLE DIFFICULTY IN ARRANGING THIS CREDIT. 

5. COMPTON TOLD EMBASSY OFFICER THAT IF GOP OR EMBASSY 
WERE LOOKING FOR PROOF THAT MARCONA IS PREPARED TO BE 
"REASONABLE", THERE COULD BE NO BETTER EVEIDENCE THAN 
MARCONA'S WILLINGNESS TO BUY ORE AND PROVIDE SHIPPING ON 
BASIS ITS $172 MILLION PROJECTION. HE ALSO NOTED THAT, 

IF GOP IS SERIOUSLY TRYING TO FIND WAY AROUND ARTICLE 8 
OF EXPROPRIATING LAW WITHOUT REPEAT OR MODICATION, INTER- 
PRETATION OUTLINE PARAGRAPH 3 ABOVE SHOULD PROVIDE SOLUTION. 

6. COMPTION TOLD EMBASSY OFFICER HE IS LESS OPTIMISTIC 

NOW THAN IMMEDIATELY FOLLOWING HIS MEETING WITH PRIME MINISTER. 
IN FIRST PLACE, THERE WAS NO FOLLOW-UP TO PRIME MINISTER'S 
SUGGESTION THAT MINISTERS OF COMMERCE AND MINES SHOULD FORM 
SUBGROUP TO MEET WITH MARCONA.INSTEAD, MEETING HAD BEEN 
WITH LOW LEVEL GOP TEAM WHICH LACKED NECESSARY AUTHORITY 
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SECONDLY, IF GOP WERE SERIOUS, WHY DID IT PERMIT HIERROPERU 
TO CONTINUE TO SCRAMBLE FOR MARKETS WHEN MARKETING IS SUCH 
AN IMPORTANT INGREDIENT OF MARCONA'S PROPOSAL? HE REFERRED 
TO PROSPECTIVE SALE OF ONE MILLION TONS OF PELLETS TO VENEQS 
ZUELA (SEPTAL) AND INDICATION THAT DASSO AND OTHER 
HIERROPERU OFFICIALS ARE MEETING SEPTEMBER 29 WITH 
ITALIAN BUYERS AND OFFICERS OF AN ORGANIZATION KNOWN AS "CHASE 
MINERAL " IN NEW YORK TO DISCUSS SALES TO EUROPE. HE SAID HE 
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THOUGHT IT WOULD BE HELPFUL IF THE AMBASSADOR, IN THE COURSE OF 
HIS DAILY CONTACTS WITH SENIOR GOP OFFICIALS, WOULD CON- 
TINUE TO EMPHASIZE THE URGENCY OF A PROMPT SOLUTION. 

7. COMMENT: THE AMBASSADOR WILL, OF COURSE, FOLLOW-UP 
AS REQUESTED BY COMPTION. MEANWHILE, WHILE WE SHARE THE 
SHIFT IN COMPTION'S MOOD, THESE CHANGES ARE TO BE EXPECTED, 

AND WE CONTINUE TO BELIEVE THAT ON BALANCE THE SITUATION 
IS BRIGHTER THAN IT WAS PRIOR TO MARCONA'S MEETING WITH 
THE PRIME MINISTER. ALSO, THE VENEZUELAN SALE MAY BE 
CONDIERABLY MORE COMPLICATED THAN IT APPEARS. EVEN IF 
AGREEMENT IS REACHED, SHIPMENTS WOULD NOT START UNTIL NEXT 
YEAR, AND HIERROPERU NEEDS CASH NOW. HIERROPERU WILL NEED 
TO FIND FORWARD BANK FINANCING, AND EVEN THEN WOULD CON- 
TINUE TO BE UNDER HEAVY FINANCIAL PRESSURE. 

DEAN 
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